University of New Mexico

UNM Digital Repository
SourceMex

Latin America Digital Beat (LADB)

9-26-2001

Financial Authorities Approve Sale of Bancrecer to
Monterrey-Based Banorte
LADB Staff

Follow this and additional works at: https://digitalrepository.unm.edu/sourcemex
Recommended Citation
LADB Staff. "Financial Authorities Approve Sale of Bancrecer to Monterrey-Based Banorte." (2001).
https://digitalrepository.unm.edu/sourcemex/4424

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in SourceMex by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 53330
ISSN: 1054-8890

Financial Authorities Approve Sale of Bancrecer to
Monterrey-Based Banorte
by LADB Staff
Category/Department: Mexico
Published: 2001-09-26
Financial authorities have approved the sale of failed financial institution Bancrecer to Monterreybased Banco Mercantil del Norte (Banorte). Banorte paid 1.65 billion pesos (US$173 million), well
below the anticipated sale price of at least 2.85 billion pesos (US$300 million). The Banorte bid was
the only one considered, since its lone rival, Grupo Financiero Scotiabank-Inverlat, dropped out of
the process in early September. Three other bidders had originally expressed interest in acquiring
Bancrecer, but they all withdrew their bids earlier this year (see SourceMex, 2001-08-15).
Banorte officials said the bank will spend 1.046 billion pesos (US$110 million) on restructuring
efforts over the next two years to integrate Bancrecer. The new group will have combined assets of
166.28 billion pesos (US$17.4 billion) and will rank fourth in the Mexican banking sector, bumping
Grupo Financiero Bital down to fifth place. "These funds [for the merger] will be obtained mainly
from reductions in operating and administrative costs, hence no further capital requirements are
foreseen," said Banorte chief executive Othon Ruiz Montemayor.
Banorte plans to achieve some of these savings by laying off more than 2,000 Bancrecer employees,
or 30% of the bank's work force. The transaction gives Banorte a nationwide presence in Mexico with
the acquisition of 170 former Bancrecer sites, located primarily in the northwest and the southeast.
"As a result of this they do have a national distribution platform that they wanted so that puts them
up in league with the other banks," said Robert Lacoursiere, a financial analyst at Lehman Brothers
in New York.
The savings protection institute (Instituto de Proteccion al Ahorro Bancario, IPAB), meanwhile, has
come under criticism for agreeing to sell Bancrecer at such a low price to Banorte, particularly since
the institution spent an estimated 102 billion pesos (US$10.7 billion) to clean up the institution's
balance sheet. The government assumed control over Bancrecer in 1999, which at that time was
Mexico's fifth-largest bank (see SourceMex, 1999-10-20).

Government criticized for low sale price
Some analysts noted that the Bancrecer selling price was the lowest paid in Latin America in any
bank transaction in the last four years. "The low price was surprising," said Jose Angel Montano, an
analyst at BBVA-Bancomer. "But if it had not been sold now, who knows when someone would have
stepped up with a purchase bid."
IPAB executive secretary Julio Cesar Mendez Rubio defended the low sale price, saying the only
other option was to liquidate the bank. "If we had instead opted to liquidate Bancrecer, we could
have lost 1 billion pesos (US$105 million), plus we would have not received the 1.65 billion pesos (US
$173 million) from Banorte," said Mendez Rubio.
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While Congress is sure to criticize the low sale price, the fact that a Mexican institution acquired
Bancrecer could be a plus for President Vicente Fox's administration, since an estimated 80% of
the Mexican banking industry is controlled by foreigners. Mexico's three largest banks Grupo
Financiero Banacci-Citibank, Grupo Financiero Bancomer-BBVA, and Grupo Santander Serfin
are all partially controlled by foreign institutions. [Note: Peso-dollar conversions in this article
are based on the Interbank rate in effect on Sept. 26, reported at 9.52 pesos per US$1.00] (Sources:
CNI en Linea, 09/24/01; Notimex, 09/24/01, 09/25/01; Reuters, 09/10/01, 09/24/01, 09/25/01; La
Cronica de Hoy, 09/11/01, 09/25/01; La Jornada, 09/11/01, 09/24/01, 09/25/01; Reforma, 09/24/01,
09/25/01; Associated Press, Bloomberg News Service, Novedades, 09/25/01; El Universal, 09/24-26/01,
Excelsior, 09/25/01, 09/26/01; Milenio Diario, 09/26/01)
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